Intellectual Capital, Business Performance, and Competitive Advantage: An Empirical Study for the Pharmaceutical Companies by Sarwenda, Biduri
Publisher:
Romanian Society for Quality Assurance, Bucharest, Romania
President: Dan Grigore Stoichiţoiu
Editorial Board:
Editor-in-Chief: Tudor-George Mărunţelu (Romanian Society for Quality Assurance, Bucharest, Romania)
Senior editors:
Florin Gheorghe Filip (Romanian Academy, Bucharest, Romania)
Grigore Belostecinic (Academy of Science of Moldova, Chisinau, Republic of Moldova)
Ioan C. Bacivarov („Politehnica“ University, Bucharest, Romania)
Editor: Anca Perşoiu (Romanian Society for Quality Assurance, Bucharest, Romania)
Editorial Advisory Board:
Marin Andreica (Trade Academy Satu Mare, Romania), Liana Anica-Popa (Bucharest University of Economic Studies, Romania),
Gabriel Băbuţ (University of Petroşani, Romania), Dumitru-Alexandru Bodislav (Bucharest University of Economic Studies,
Romania), Elena Bogan (University of Bucharest, Romania), Stelian Brad (Technical University of Cluj-Napoca, Romania), Florina
Bran (Bucharest University of Economic Studies, Romania), Giuseppe Calabro (Universita degli Studi di Messina, Italy), Grazia
Calabro (Universita degli Studi di Messina, Italy), Sudip Chakraborty (University of Calabria, Italy), Gian Paolo Cesaretti (Parthenope
University of Naples, Italy), Lucian-Ionel Cioca (Lucian Blaga University of Sibiu, Romania), Andrzej Chochól (Cracow University of
Economics, Poland), Pietro Columba (University of Palermo, Italy), Sorin Cruceru (Strayer University, Washington, D.C., N.W., USA),
Sameer Mohammed Majed Dandan (Northern Border University, Saudi Arabia), Vasile Deac (Bucharest University of Economic
Studies, Romania), Cosmin Dobrin (Bucharest University of Economic Studies, Romania), Enrica Donia (University of Palermo, Italy),
Nicolae Drăgulănescu („Politehnica“ University, Bucharest, Romania), Dalina Dumitrescu (ASEBUSS Bucharest, Romania), Numan
Muhammet Durakbasa (Vienna University of Technology, Austria), Carlo Giannetto (University of Messina, Italy), Bogdan Ionescu
(Bucharest University of Economic Studies, Romania), Florin Ionescu (Steinbeis University Berlin, Germany), Maurizio Lanfranchi
(Universita Degli Studi di Messina, Italy), Lolita Liberatore (University "G. d’Annunzio" of Chieti-Pescara, Italy), Bernard Morard
(University of Geneva, Switzerland), Narcisa Roxana Mosteanu (American University of Malta, Republic of Malta), Nicola Mucci
(University of Florence, Italy) Max M. North (Coles College of Business, Kennesaw State University, USA), Carmina S. Nunes (ESTGA
– Aveiro´s University, Portugal), Marieta Olaru (Bucharest University of Economic Studies, Romania), Bogdan Onete (Bucharest
University of Economic Studies, Romania), Rodica Pamfilie (Bucharest University of Economic Studies, Romania), Sabka Pashova
(University of Economics – Varna, Bulgaria), Iuri Peri (University of Catania, Italy), Nenad Peric (University Union-Nikola Tesla, Serbia),
Ion Popa (Bucharest University of Economic Studies, Romania), Doina I. Popescu (Bucharest University of Economic Studies,
Romania), Sorin Popescu (Technical University of Cluj-Napoca, Romania), Carmen Valentina Rădulescu (Bucharest University of
Economic Studies, Romania), Juozas Ruzevicius (Vilnius University, Lithuania), Irina Severin (University Politehnica of Bucharest,
Romania), Filippo Sgroi (University of Palermo, Italy), Roberta Sisto (Unversity of Foggia, Italy), Angela Tarabella (University of Pisa,
Italy), Mihail Aurel Ţîţu (Lucian Blaga University of Sibiu, Romania), Ion Verboncu (Bucharest University of Economic Studies,
Romania), Albert Weckenmann (Friedrich-Alexander University of Erlangen-Nuremberg, Germany), Dominik Zimon (Rzeszow
University of Technology, Poland)
Indexed in: WEB OF SCIENCE – ESCI, SCOPUS, EBSCO, PROQUEST and listed in CABELL’S Whitelist
Publisher and Journal address:
Str. Theodor Burada, No. 6, Sector 1, 010215 - Bucharest, Romania
Information:
Tel: 021.313.63.35; 0731.300.120
Fax: 021.313.23.80
E-mail: tudor.maruntelu@srac.ro
Website: www.calitatea.srac.ro
Print:
S.C. Interbrand Impex S.R.L.
The opinions presented in this publication represent only the opinions of the authors.
Any form of reproduction of any part of this journal, without the written permission of the author or publisher is forbidden.
p-ISSN 1582-2559; e-ISSN 2668-4861; ISSN-L 2668-4861
Vol . 21, No. 175/ Apri l 2020QUALITYAccess to Success
Journal of Management Systems, 6 issues per year
Vol . 21, No. 175/ Apri l 2020
CONTENTS
Vol. 21, No. 175 - April 2020
Does Motivation Mediate the Effects of Employee Staff
Empowerment, Talent, Working Environment,
and Career Development on Staff Performance? 91
 Sulieman Ibraheem Shelash AL-HAWARY,
Thunyan Mannaa Seham ALHAJRI,
Effect of Electronic Customer Relationship Management
on Customers' Electronic Satisfaction of Communication
Companies in Kuwait 97
 Sigit HERMAWAN, Wiwit HARIYANTO,
Sarwendah BIDURI,
Intellectual Capital, Business Performance,
and Competitive Advantage: An Empirical Study
for the Pharmaceutical Companies 103
 Yuniningsih YUNININGSIH, Fitri ISMIYANTI,
I Made NARSA, Alfiandi Imam MAWARDI,
Bambang SUHADA,
Risk Taking Investment as the Interaction Effect
of Loss Aversion and Information (Pilot Test) 107
 Joko Premo SUKHUMVITO, Ahyar YUNIAWAN,
Amie KUSUMAWARDHANI, Udin UDIN,
Public Service Motivation, Work Attitudes,
and Job Performance: An Empirical Study 113
ENVIRONMENTAL MANAGEMENT
 Svetlana RATNER, Marina ZARETSKAYA,
Evaluating Efficiency of Russian Regional
Environmental Management Systems 120
 Gabriela Cecilia STANCIULESCU,
Gianluca FELICETTI,
Researching the Intent and Attitude of Local
Communities from Protected Areas Regarding
the Development of Eco-Sustainable Goods
and Services through Ecotourism. The Case
of National Park of Sibillini Mountains 126
FOOD SAFETY MANAGEMENT
 Patricia BLATNIK, Štefan BOJNEC,
Food Quality Schemes: The Case of Slovenia 131
 Daniela COVINO, Flavio BOCCIA,
Food & Beverage Businesses Strategies:
What Issues in the European Market? 136
 Vanya ZHIVKOVA,
Characterization of Nutritional and Mineral Content
of Plum and Cherry Waste 141
OCCUPATIONAL HEALTH AND SAFETY
MANAGEMENT
 Wafda Vivid IZZIYANA, HARUN, ABSORI,
Kelik WARDIONO, Heru Santoso Wahito NUGROHO,
The Management of Health Insurance Rights
for Indonesian Migrant Workers Abroad in the
Perspective of the Constitutional Rights of Citizens 145
INFORMATION SECURITY MANAGEMENT
 Narcisa Roxana MOSTEANU,
Artificial Intelligence and Cyber Security – A Shield
against Cyberattack as a Risk Business Management
Tool – Case of European Countries 148
 Shahryar SOROOSHIAN, Sam Yin MUN,
Literature Review: Critical Risk Factors Affecting
Information-Technology Projects 157
 Natalya Leonidovna UDALTSOVA,
Digital Transformation of Economy 162
GENERAL MANAGEMENT
 Faizal WIHUDA, Agus SUROSO, Wiwiek Rabiatul
ADAWIYAH,
Fit Engagement: Nurturing Compatibility
for Organizational Performance 3
 N. MITYAEVA, O. KIRILLOVA, Y. FEDOROVA,
N. BORSCHEVA,
Research of Factors Influencing the Susceptibility to
Innovation and Innovative Activity of Russian Companies 9
 Andrijana VASIĆ NIKCEVIĆ, Stefan ALIMPIĆ,
Nenad PERIĆ,
The Efficiency of Sales Promotion Methods Emphasing
the Impulse Behaviour: Case of Serbia 13
 Vu Minh HIEU, Chijioke NWACHUKWU,
Human Resources, Financial Resources and Strategic
Performance: Organisational Policy as Moderator 18
 Arief JAUHARI, M. Shabri Abd. MAJID, Hasan BASRI,
Muslim A. DJALIL,
Are E-Government and Bureaucratic Reform Promoting
Good Governance towards a Better Performance
of Public Organization? 25
 Indi DJASTUTI, Susilo Toto RAHARDJO, Mirwan
Surya PERDHANA, DARYONO, Sri SUPRIYATI,
Internationalization Model for Increasing the
Competitiveness of Local Creative Industries
in Asean Economy Community 31
 Triyono BUDIWIBOWO, Imam GHOZALI,
Indira JANUARTI,
Performance Matter: Suitability between Organization’s
Commitment to Employess, Target Setting, and Strategy 40
QUALITY MANAGEMENT
 Elizabeta Mitreva, Elena Parapunova Gorkov,
Hristijan Gjorshevski, Bardhyl Tushi,
Application of the Total Quality Management (TQM)
Philosophy in a Macedonian Air Conditioning Company 45
 Ioana Alina MITRACHE, Florin STINGA,
Irina SEVERIN,
Continuous Improvement in Practice within Oil
and Gas Industry 52
 Marcela MALINDZAKOVA, Dagmar BEDNAROVA,
Dominik ZIMON,
Quality Planning for the Production of Trailers 58
 Ayat "Mohammad Esam" Saed MOHAMMAD,
Applying the Kano Model to Quality Improvement within
Higher Education: An Applied Study in the World Islamic
Science and Education University- Jordan 62
 Ampala KHORYANTON, PRATIKTO,
Sudjito SUPARMAN, Purnomo Budi SANTOSO,
Strategy Improvement of Competitiveness SMEs
of Ship Component based on Value Chain Performance 68
 Irina MANAKHOVA, Ekaterina LEVCHENKO,
Veronika BEKHER, Andrey BYSTROV,
Quality of Human Resources and Personnel Security
Risk Management in Digital Economy 74
 N.A. VORONINA, E.G. ZHULINA, O.B. MIZYAKINA,
I.V. KUZNETSOVA, Yu.V. BAUROVA,
Model of the Evaluation of Population Living Standards
Dependence on the Sphere of Services Development 80
 Fedaa Abd Almajid Sabbar ALARAJI,
Corporate Governance and its Impact on the Quality
of Internal Audit 85
 Mukhlis YUNUS, Em Yusuf IIS, Muhammad ADAM,
Hizir SOFYAN,
QUALITY
Access to Success
QUALITY MANAGEMENT
103
1. Introduction
Intellectual capital (IC) is crucial for pharmaceutical companies
because its classification as a high IC intensive (Woodcock &
Whiting, 2009) (Hermawan & Mardiyanti, 2016). Pharmaceutical
companies require the management of intellectual capital be-
cause they are knowledge-based and utilizing massive number
of research. In addition, pharmaceutical companies conduct
many innovations, knowledgeable activities, and interactions
between people and technology, and they also depend on ICs
as renewal sources (Bharathi Kamath, 2008). Intellectual capital
is proven to have an influence on company performance,
competitiveness and prosperity (Nick Bontis, Chua, Keow,
Richardson, & Richardson, 2000) (Y. S. Chen, 2008).
However, the results of a study (Hermawan, Ekonomi, &
Sidoarjo, 2013) stated that managers of pharmaceutical
companies in Indonesia have lack of understanding and take
less advantages from intellectual capital as intangible assets of
companies. Consequently, Indonesian pharmaceutical companies
cannot compete in exporting markets, especially in South-East
Asia (SEA) (Sampurno, 2007) even though the opportunity is
huge because of the single market creation of pharmaceutical
industry in South-East Asia. This situation should be taken as an
opportunity by pharmaceutical industry in Indonesia to develop
intellectual capital either individually or integrated thus can im-
prove the business performance and competitive advantage.
By putting concerns in the importance of intellectual capital
for pharmaceutical companies, then it is necessary to research
the influence of intellectual capital on business performance and
competitive advantages. This study was distinct from previous
article (Cabrita & Bontis, 2008) examining only the influence of
intellectual capital on business performance in the Portuguese
banking industry without considering competitive advantage.
This study also differs from (Hermawan, Ekonomi, Muhamma-
diyah, & Herlina, 2013) identifying and connecting intellectual
capital with firm performance using qualitative approach.
2. Literature Review
The basic and appropriate theory for this research is the
resource based theory (Wernerfelt, 1984). This is because
intellectual capital is one of intangible assets that, if developed,
would become an instrument or mean for the company to
improve its business performance and competitiveness. As an
intangible asset, intellectual capital consists of three compo-
nents namely capitals of humans, structures, and relations-
customers. All of these three intellectual capitals, individually or
in synergy, can improve the performance and competitiveness
of the company (Hermawan, 2015).
This is possible because if the company has employees with
high capabilities, good competencies, and well satisfaction, then
the company is well-governed with established structure, clear
processes, and decent organizational culture. Furthermore, with
marketing capabilities, satisfied customers, propitious market
intensity, and great community relationships, these also can
improve the performance of businesses.
The result from previous study (Sharabati, Jawad, & Bontis,
2010) depicted that intellectual capital variables significantly and
positively correlated with business performance. They conten-
ded that relational capital had the greatest significant value
compared to other variables of human and structural capitals.
Other results described that there was a positive relationship
between intellectual capital and enterprise performance (M. Chen,
2004). Apart from the positive and significant impact on business
performance, intellectual capital also has a positive and signi-
ficant impact on the competitiveness of companies. The result of
the study depicted that three elements of green intellectual
capitals consisting of green human, green structural, and green
relational capitals positively affected the competitive advantage
of small and medium enterprises in electronic field in Taiwan.
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Abstract
The purpose of this research is to formulate a study of the influence of intellectual capital on Business Performance
and Competitive Advantage of the pharmaceutical industry in East Java. The research method used a quantitative
approach, and using the techniques of data collection by survey method with the distribution of questionnaires, in
depth interviews, documentation and observation. These results indicate that the hypothesis is accepted and
supported by the evidence of empirical data are human capital affects on structural capital, relational capital, and
competitive advantage. Structural capital affects on relational capital and competitive advantage. Relational capital
affects on business performance and business performance affects on competitive advantage. Meanwhile the other
result form this research are human capital not affects on business performance and structural capital not affects on
business performance.
Keywords: intellectual capital; business performance, competitive advantage.
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3. Methodology
This research was a quantitative study (Creswell, 2009) that
connected and examined the influence of intellectual capital on
business performance and competitive advantage with five
variables and 31 indicators. For intellectual capital, there were
three variables, namely human capital with three indicators
(capability, satisfaction, and creativity of employees), structural
capital with three indicators (information system, organizational
process, organizational culture), and relational capital with four
indicators (basic marketing capability, loyalty of customers,
market intensity, and community relations). For business per-
formance variable, authors employed 10 indicators i.e. leader of
industry, future outlook, profit, profit growth, sales growth, return
on assets after tax, return on sale after tax, competitive res-
ponse, success of new product launch, and company success
as a whole. For competitive advantage variable, there are 11
indicators i.e. costs, product quality, research and innovation
capabilities, management, profit, company growth, main influen-
cer or motivator, image, product imitation, creative idea, and
position of the company. Determining the variable indicators of
this research was based on the choice of 10 managers of
pharmaceutical companies in East Java when conducting depth
interview and Focus Group Discussion (FGD).
This research was performed in pharmaceutical companies,
member of the Association of Pharmaceutical Company of Indo-
nesia (Indonesian: Gabungan Perusahaan Farmasi Indonesia,
GPFI) in the region of East Java. This organization had as many
as 44 pharmaceutical companies. The respondents of this study
were financial managers and accounting employees. The sur-
vey was conducted by distributing questionnaires either directly
or through mail, and email. Data analysis was conducted using
Structural Equation Modeling method (SEM) because all va-
riables in this study cannot be measured (latent variables). The
analysis used to test the hypothesis was Partial Least Square
(PLS) which was a variance-based structural equation (SEM)
that could simultaneously perform the measurement models and
structural tests.
4. Result
Based on the data analysis of hypothesis test with Partial
Least Square (PLS), results were presented in Figure 1 and
Table 1.
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Access to SuccessVol . 21, No. 175/ Apri l 2020
Based on Table 1, results of hypothesis testing are identified.
Meanwhile, the acceptance criteria of hypothesis were 5% level
with a value of Ttable 2.015. This means that if the value of
Tcalculated is more than 2.015 then the hypothesis is accepted
and vice versa. Thus, there were seven hypotheses received,
namely Hypotheses 1, 2, 4, 5, 7, 8, and 9, and there were two
rejected hypotheses, namely Hypotheses 3 and 6.
The result of Hypothesis 1 acceptance implied that human
capital affects the structural capital. This shows that human
capital is the spirit of how a company is managed by creating
systems, procedures, mechanisms, structures and organiza-
tional processes and even organizational culture as parts of the
structural capital. This is because human capital relates to the
human resources having competence, capability, and know-
ledge to manage the company. Hypothesis 1 supported other
studies indicating that human capital positively and directly
influences the structural capital (Shih, Chang, & Lin, 2010) (Hsu,
2006).
Figure 1.
Diagram of Path
of Hypothesis
Testing Results
Table 1.
Hypothesis
Testing Results
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The result of Hypothesis 2 acceptance denoted that human
capital affects the relational capital. This makes sense because
to conduct relationships with external parties (e.g. customers,
suppliers, creditor, debtor, and broader society) requires ade-
quate knowledge, capability and competence of employees so
that the relations can be executed properly. Similarly, to manage
the images of product, service, corporate, customer loyalty,
customer satisfaction, negotiation skills, relationships with the
community will depend heavily on human capital of company.
Hypothesis 2 supported the research revealed that human capital
positively and directly influences on structural capital (Maditinos,
Šević, & Tsairidis, 2010).
The result of Hypothesis 3 rejection implied that human
capital had no effect on business performance. This statement
is in line with the diamond specification model (N. Bontis, 1998)
revealing that there is no relation between human capital and
business performance. Instead, the appropriate link is between
human capital and (1) relational and (2) structural capitals, which
then both capitals are categorized as business performance.
This describes that human capital can affect business perfor-
mance only through structural and relational capitals. Hypo-
thesis 3 supported the diamond specification model, yet not
supporting the previous research (Gogan, Artene, Sarca, &
Draghici, 2016) (Bollen, Vergauwen, & Schnieders, 2005).
The result of Hypothesis 4 acceptance meant that human
capital affects the competitive advantage. This proves that com-
panies with good human capital such as competence, capability,
knowledge can create more competitive products than compe-
titors. Also, cost efficient and creative ideas would be better
compared to other counterparts. The results Hypothesis 4
supported the study stating that human capital positively and
directly affects the competitive advantage (Chahal & Bakshi,
2014) but there is also other research suggesting human capital
cannot directly affect the competitive advantage, instead they
must go through relational capital (Yaseen, Dajani, & Hasan,
2016).
The result of Hypothesis 5 acceptance depicted that structu-
ral capital effects relational capital. This proves that organizations
with strong structural capital will respect the culture of
employees trying new things, being innovative, creative, and not
afraid in failure. Meanwhile, relational capital activities are
mostly related to product innovation, product image, service
innovation, customer satisfaction, customer loyalty and commu-
nity engagement. Hence, structural capital allows employees
with high creativity and innovation, which then will increase
positive performance of relational capital. Hypothesis 5 su-
pported a study describing that structural capital positively and
directly affects relational capital (do Rosário Cabrita, Landeiro
de Vaz, & Bontis, 2007) (Nick Bontis & Fitz-enz, 2002).
The result of Hypothesis 6 rejection showed that structural
capital did not affect business performance. This also makes
sense because structural capital affects more relational capital.
It means structural capital in form of system, procedure,
strengthening relational capital (e.g. establishing procedures in
promotion, product image, relation with society and others).
Subsequently, relational capital affects business performance.
The result of Hypothesis 6 did not support the results of
research stating that the structural capital effect on business
performance (Örnek & Ayas, 2015).
The result of Hypothesis 7 acceptance described that struc-
tural capital effects relational capital. It is acknowledged that
companies with good structural capital in systems, procedures,
working mechanisms, organizational structures, and corporate
culture will make companies more well-managed than compe-
titors, and have more research capabilities and innovations. The
results of Hypothesis 7 supported the research that contended
that structural capital had a positive and direct effect on rela-
tional capital (Abazeed, 2017).
The result of Hypothesis 8 acceptance implied that relational
capital affects the business performance. It is known that if the
company is capable to manage a good relational capital such as
giving satisfaction to consumers for the sake of loyalty to
company’s product or service, business performance will then
increase. Also, creating a good relationship with the community
for a good image in the eyes of society will improve business
performance easily and will become advantage for firms. The
results of Hypothesis 8 supported the research suggesting
relational capital had a positive and direct effect on business
performance (Sharabati, Shamari, Nour, Durra, & Moghrabi,
2016).
The result of Hypothesis 9 acceptance meant that business
performance affects the competitive advantage. It is understood
that a company that has a good performance can win the
competition with other companies in the same industry. Another
argument is that the relationship is reciprocal i.e. business
performance can either affect or be affected by the competitive
advantage (Majeed, 2011).
5. Conclusion
Results identified that human capital affected structural
capital, relational capital, and competitive advantage. Structural
capital affected relational capital and competitive advantage.
Relational capital influenced business performance. Business
performance had an effect on competitive advantage. Other
results showed that human capital had no effect on business
performance, and structural capital had no effect on business
performance.
6. Limitation and Future Research
The limitation of this study was in the selection of the ideal
indicator for each variable based on in-depth interview with key
informants. For future research, elaborating appropriate lite-
rature review is suggested, and adding other variables such as
knowledge management. Pharmaceutical companies can make
the results of this study as a reference to improve business
performance and competitive advantage by understanding, iden-
tifying and integrating intellectual capital components.
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